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INDEPENDENT AUDITOR’S REPORT

Authority Board
Western Washtenaw Construction Authority
Washtenaw County, Michigan

We have audited the financial statements of the Western Washienaw Construction Authority as of
and for the year ended June 30, 2008, as listed in the table of contents. These financial statements
are the responsibility of the Authority’s management. Cur responsibility is o express opinions on
these financial siatements based on our audit. :

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to cbtain
reasohable assurance about whether the financial statements are free of material misstatements.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audif also includes assessing the accounting principles used and
significant estimates made by managementi, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects; the respective financial position of the Western Washtenaw Construction Authority as of
June 30, 2008, and the respective changes in financial position for the year then ended in
conformity with accounting principies generally accepted in the United States of America.

Management's Discussion and Analysis and budgstary comparison information are not a required
part of the basic financial siatements but is supplementary information required by accounting
principles generally accepied in the United States of America. We have applied certain limited
procedures, which consisted principally of inquires of management regarding the methods of
measurement and presentation of the supplementary information. However, we did not audit the
information and express no opinion on it

-



Authority Board
Western Washtenaw Construction Authority
Washtenaw County, Michigan

Our audit was conducted for the purpose of forming an opinion on the Authority’s basic financial
statements. The accompanying required supplementary information, as described in the
accompanying table of contents is presented for purposes of additional analysis. and is not a
required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial staiements and, in our opinion, is fairly siated
in ali material respects in relation to the basic financial statements taken as a whole.

Yours truly,

W%W

MARKOWSKI & COMPANY, CPAs
December 8, 2008

2.



Management’'s Discussion and Analysis

Using this Annual Report

The annual report consists of a series of financial statements. The Statement of Net Assets and the
Staterment of Activities provide information about the aclivities of the Construction Authority as a
whole and present a longer-term view of the Authority’s finances. Fund financial statements tell how
these services were financed in the short-term, as well as what remains for future spending. Fund
financial statements also report the Authorities operations in more detail then the government-wide
financial statementis.

The Construction Authorify as a Whole

Net asseis decreased for the year ended June 30, 2008.

Current assets decreased for the year as cash was used in paying for inspections that had
previously been paid for,

-

Tetal liabilitles decreased as deferred revenues decreased as purchased permits have slowed and
older permits are being finalized and inspectors paid.

The overall financiai position of the Authority remains stabie.
In 2 condensed format, the fable below shows the statement of net assets as of June 30, 2008:

Governmental Activities

2008 2007
Assets ' $ 117,514 $ 129,262
Current Liabitities 13,028 13,818
Non-current Liabilities 13,5680 21,920
Total Liabititles 26,588 35,838
Net Assets
Unrestricted $ 80,926 $ 93,424



Management Discussion and Analysis

The Construction Authority as 2 Whole {Continued}

Revenueas continue o decline due fo the lack of new home construction and a depressed economy.
The majority of program revenues (permit fees} were primarily from smaller projects. This resulied
in lower revenues for the Authority.

The year startéd off slower than in prior years and overall revenues decreased by 13.3% from the
prior year. Total permits issued decreased by 10%. The number of permits issued for the year
ended June 30, 2008 was 420,

The Construction Authority has been busy completing many of the projects that were staried in the
previous year. Completing previous inspections impact cash flow as inspections are paid for in
advance and cash is used in many cases in future periods as inspection fees are paid.

The following table shows the changes of the net assets of June 30, 2008:

Governmental Activities

2008 2007
Program revenues - $ 96,340 § 110,595
Interest income 2,190 3,477
Other revenues : 1,351 813
Total revenues 99,881 114,885
Program expenses 102,379 117,973
Change in net asseis 3 (2,498} § (3,088)

The Authority’s Funds

The Consiruction Authority fund financial statement provides detailed information about the
governmental services provided. The Western Washtenaw Construction Authority is an interlocal
agency created for the purpose of combining the building and trade permits with soil ercsion and
sedimentation control permits. The most significant expenses are personal services and fees paid
to inspectors, Due o a decrease in the number of permits purchased, additional time is available for
follow up on expiring permits, This reduces the number of permits that expire, and are archived
without inspections.

General Fund Budgetary Highlights

The original budget adopted for the Authority projected a $12,500 decrease in fund balance. As the
year progressed, and actual events tock place an amended budget was adopied to reflect the
changing financial picture.

The final Authority amended budget projected no change in fund balance. Actual fund balance
decreased by $1,522.



Management Discussion and Analysis

Capital Assets

At the end of 2008, the Authority had $1,807 invested in capital assets, $9,185 cost less $7,258 in
accumulated depreciation. The Authority’s capitalization policy is toc expense items purchased for
tess than $1,000. No capital acquisitions were acguired during the year ended June 30, 2008.

Economic Factors and Next Year’s Budget

The economic viability of the Authority will continue to degline with the fack of new construction. The
Authority increased some of its fees to close some gaps in the fee schedule. Building activity seems
to be on a level not seen since the late 1970's, and early 1880's, prior to the Authority's creation.
Management is discussing steps that will reduce the expenses by reducing office hours. Major
factors affecting the Authority are the depressed building industry and the distance from major
urban area’s and lack of major thoroughfares fo provide access fo these areas. Individuals are
locking elsewhere do to the high cost of fuel. The few new homes being builf now are by individuals
that have been in the planning siage for some time and have come to a point where they can
precede, other factors not withstanding.

The soil erasion program has declined with the lack of new construction. However, with the gravel
pits and the occasional residential project, the SESC seems to be able to hold its own. The
Authority continues to monitor SESC cash flow, income, expenses and inspection aclivity leveion a
monthly basis as the number of individuals performing work without the required permits is
increasing. Diligence on the part of the inspectors helps in bringing these to light. However in some
cases, enforcement proceedings may need to be pursued with legal fee’s being born by the local
jurisdiction. Fvery effort is made to bring the violations intc voluntary compliance and gain
cooperation. Two of the Authorities members have passed ordinances making violations civil
infractions, which will reduce the legal entanglemenis and expenses.

With continued diligence by the Board and management in controliing costs, the Authoerity should be
able to provide a good levet of service for many years to come. Management estimates that under
current economic conditions, there are resources fo provide continued services for three o four
years before additional member support would be required. '

Contacting the Authorities Management

This financial report is intended to provide our customers with a general overview of the Authority's
finances and to show the Authority’s accountability for the money it receives. If you have questions
about this report or need additional information, we welcome you io contact the Authority's office
located at 912 City Road, Manchester, Michigan 48158.



WESTERN WASHTENAW CONSTRUCTION AUTHORITY
BASIC FINANCIAL STATEMENTS
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WESTERN WASHTENAW CONSTRUCTION AUTHORITY
GOVERNMENTAL FUNDS BALANCE SHEET/STATEMENT OF NET ASSETS

ASSETS:
Cash and cash equivalents
Accounts receivable
Capital assets, net
Total assets
LIABILITIES:
Accounts pavable
Accrued payroll
Compensated absences
Accrued expenses
Performance bonds
Deferred revenue - Permits
Total liahilities

FUND BALANCES:
Undesignated

Total liahilities and
fund balance

NET ASSETS:
Unrestricted
Total net assels

JUNE 30, 2008

GOVERNMENTAL RECONCILING STATEMENT
FUND ITEMS OF NET ASSETS
$ 115,206 $ - $ 115,206
311 - 311
- 1,907 (a) 1,907
$ 115,607 1,907 117,514
$ 3,681 - $ 3,681
853 - 8583
- 1,440 (b) 1,440
1,554 . 1,554
5,500 - 5,500
13,580 - 13,580
25,148 1,440 26,588
90,459
$ 115,807
467 90,326
$ 467 $ 80,826

{a) Capital assets used in governmental aclivitles are not current
financial resources and therefore are not reported in the
governmental fund balance sheel. Capital assets are net
of accumulated depreciation.

(b} Accrued leave is not recognized in the governmental fund
financial statements. The government-wide statement of
net assets include such cbligations.

The accompanying notes are an integral part of these financial staiements.

£



WESTERN WASHTENAW CONSTRUCTION AUTHORITY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCE/STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

GOVERNMENTAL  RECONCILING STATEMENT OF
FUNDS ITEMS NET ASSETS
REVENUES
Permits $ 88,873 § - 3 88,873
Interest income 2,190 - 2,490
Soit erosion 7,467 7,467
Other income 1,351 - 1,351
Total revenues 99,881 - 99,881
EXPENDITURES
Wages 36,147 629 {a} 36,776
Payroli taxes 4,541 .- 4,541
Inspections 42,658 - 42,658
insurance 2,442 - 2,442
Professional fees 3,125 - 3,125
~ Office supplies 2,514 - 2,514
" Office rent 4,800 - 4,800
Telephaone 826 - 826
Postage 317 - 317
Training 118 - 119
Soil erosion inspections 2,870 - 2,970
Miscellansous 383 - 383
Depreciation 551 347 {b) 8938
Total expenditures 101,403 976 102,379
EXCESS OF REVENUE OVER EXPENDITURES (1,522) {976) {2,498)
FUND BALANCES, BEGINNING OF YEAR 91,981 1,443 93,424
FUND BALANCES, END CF YEAR $ 90,458 § 467 5 90,826 -

(a) Accrued leave time is not recorded in governmental
fund financial statements. The statement of net assets

recognizes the expense as it is accrued.

(b} Depreciation expense on capital assets is reported in the
government-wide statement of activities, but they do not
require the use of current financial resources.

Therefore, depreciation expense is reported as an

aexpenditure in governmential funds.

The accompanying holes are an integral part of these financiat statements.

-7-



WESTERN WASHTENAW CONSTRUCTION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008
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WESTERN WASHTENAW CONSTRUCTION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

The accounting methods and procedures adopied by the Western Washtenaw Construction
Authority conform fo accounting principles generally accepted in the United States of America
(GAAP) as applied to governmental entities. The following is a summary of the significant
accounting policies used by Wastern Washtenaw Construction Authority.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

A

DESCRIPTION OF AUTHORITY OPERATIONS -

The Western Washtenaw Construction. Authority (the “Authority”) was organized in
January 2000 and is located in the southwestern portion of Washtenaw County. The
Authority operates under an operating agreement between the Village of Manchester and
the Townships of Manchester, Freedom and Bridgewater to provide for the permit
issuance, inspection and administration of construction codes and other municipal
ordinances. The Authority is governed by a board of direciers that is appointed by the
participating municipalities.

REPORTING ENTITY -

The accompanying basic financial statements have been prepared in accordance with
criteria established by the Governmental Accounting Standards Board for determining the
various governmental organizations to be included in the reporting entity. Based on the
significance of any operational cr financial relationships with the Authority, there are no
component units o be included in these financial statements.

The accounting policies of the Western Washtenaw Construction Authority conform fo

accouniing principles generaily accepted in the United States of America (GAAP) as
applicable to governmental units.

BASIC FINANCIAL STATEMENTS -

The basic financial statements report information on ali activities of the Western
Washtenaw Construction Authority. The Authority's activities are normally supported by
fees charged for services rendered. '

The statement of activities demonsirates the degree to which the direct expenses of a
given function or segment is offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function or segment. Program revenues include: (1}
charges o customers or applicants who purchase, use, or direcily benefit from goods,
services, or privileges provided by a given function or segment; and {2} granis and
coniributions that are restricted to meeting the operational or capital requirements of a
particular function or segment.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION -

The government-wide financial statemenis are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenue is recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as revenue as soon as all
eligitility requirements imposed by the provider have been met.



WESTERN WASHTENAW CONSTRUCTION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 36, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: {Continued}

D.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION - {Continued)

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized
as soon as itis both measurable and availabie. Revenue is considerad o be available if it
is collected within the current period or scon enough thereafter to pay liabilities of the
current period. For this purpose, the Authority considers revenuss {o be available if they
are collected within €0 days of the end of the current fiscal peried. Expenditures generally
are recorded when a liability is incurred, as under accrual accounting. All other revenue
iterns are considered to be available only when cash is received by the government.

The Authority reporis the following governmental fund:
The General Fund is the government's primary opetating fund. it accounts for all financial
resources of the general government, except those required to be accounied for in

another fund.

Amounts repéried as program revenue include: charges o customers or applicants for
goods, services or priviieges provided.

CASH AND CASH EQUIVALENTS -

The Authority has classified cash on hand in checking accounts as cash for balance sheet
purposes, Cash in excess of current requirements is invested in a savings account.

CAPITAL ASSETS -

The Authority’s capitalization policy requires items ¢ cost greater than $1,000 to be
capitalized. Office equipment is depreciated using the straight-line methed over their
usefut lives ranging from 5 {o 7 years.

COMPENSATED ABSENSES —

It is the Authorities policy to permit employees 1o accumuiated earned but unused comp
fime. Al comp time is accrued when incurred in the government-wide financial
statements, The accrued comp time for the year ended June 30, 2008 was $1,440.

ESTIMATES -

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that effect certain
reported amounts and disclosures.  Accordingly, actual results could differ from those
esfimates.



WESTERN WASHTENAW CONSTRUCTION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2008

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY:

BUDGETARY INFORMATION -

Annual budgets are adopted on a basis consistent with' generally accepted accounting

principles for all governmental funds.

The budget document presents information by line items. The legal tevel of budgstary control

adopted by the governing body is the iine item level.

BUDGET VIOLATIONS -

During the year, the Autharity incurred expenditures in certain budgeted items which were in

excess of the amounts appropriated, as follows:

FINAL _{EXCESS

AMENDED BUDGET
EXPENDITURE BUDGET.  ACTUAL  VARIANCE)
Wages ' $ 35450 § 36,147 § {(697)
Cffice supplies 2,500 2,514 (14}
$ 379850 § 38661 § {711}

NOTE 3 - CASH AND INVESTMENTS:

Michigan Compiled Laws Section 128.91 {Pubtlic Act 20 of 1843, as amended) authorizes local
governmental units to make deposits and invest surplus funds as follows:

1} Bonds or ather direct obligations of the United States.

2)
3}

4)

5)
6)

Certificates of deposit, savings accounts, deposit accounts or
depository receipts of a federally insured bank or credit union.
Commercial paper rated at the time of purchase within the thres
highest classifications established by not less than two standard
rating services. The maturity date of the commercial paper must not
be longer than 270 days from the purchase date, and no more than
50% of any fund may be invested in commercial paper at any time.
United States government or federal agency obligations repurchase
agreements.

Bankers' acceptances of United States banks.

Mutual funds composed of investment vehicles which are iegal for
direct investments by the Authority.

The Authority has designated one bank for the deposit of its funds.

The captions on the combined balance sheets relating to cash are as follows:

GOVERNMENTAL

YiN ACTIVITES
Cash on hand $ 182
insured (FDIC) 100,600
Uninsured and uncollateralized 15,114
Total 3 115,298

A0-



WESTERN WASHTENAW CONSTRUCTION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 36, 2008

NOTE 3 - CASH AND INVESTMENTS: (continued)

The Authority's cash and Investments are subject {o custodial risk, which is examined in more
detail below:

Custodial Credit Risk of Bank Deposils .

Custodial credit risk is the risk that in the event of a bank failure, the Authority's deposits may
not be returned to it. The Authority dees not have a deposit policy for custodial credit risk. At
year end, the Agency had $15,114 of bank deposits {checking and savings accounts) that
were uninsured and uncoflateralized. The Authority believes that due to the dollar amounts of
cash deposits and the limits of FDIC insurance, it is impractical to insure all deposits. As a
result the Authority evaluates each financial institution it deposits funds with and assesses the
level of risk of each institution.

NOTE 4 — PROPERTY, PLANT AND EQUIPMENT:

Capital asset activity of the Western Washtenaw Construction Authority for the current year
was as follows:

07/01/07 ADDITIONS  DECREASES 06/30/08

Cffice Equipment 3 8,165 % - % - % 9,165

Less Accumulated Depreciation 8,811 347 - 7,258

Net Capital Assest Being
Depreciated $ 2,254 § (347) % - % 1,807

Depreciation expense for the yvear ended June 30, 2008 was §347.

NOTE 5~ RENTS:
The Authority leases office space from the Village of Manchester. The facilities are leased cn a
month-to-month basis as a continuation of a formal lease that expired. The Auihority pays
$400 monthly. The amount of rent paid for the year ended June 30, 2008 is $4,800.

NOTE 6 — RISK MANAGEMENT:

The Authority is exposed to various risks of loss related to property loss, foris, errors and
omissions and employee injuries (workers’ compensation}. The Authority has purchased
commercial insurance for claims,

NOTE 7 - DEFERRED REVENUES:

The Authority’s policy is to collect permit fees at the time that the pertinent permits are issued.
Thaese revenues are not earned until an inspection takes place. Amounts collected but
unearned are recorded as deferred revenues. At June 30, 2008 deferred revenues iotaled
$13,560.

-11-



WESTERN WASHTENAW CONSTRUCTION AUTHORITY
REQUIRED SUPPLEMENTARY INFORMATION

FOR THE YEAR ENDED JUNE 30, 2008



WESTERN WASHTENAW CONSTRUCTION AUTHORITY

REVENUES:
Permits and fees
Interest income
Soil erosion
Other income

Total revenues

EXPENDITURES:
Wages '
Payroll taxes
Inspections
Insurance
Professional fees
Office supplies
Office rent
Telephone
Postage
Training
Soil erosion inspections
Miscellaneous
Contingencies

Total expenditures

Net change in fund balance

FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

The accompanying notes are an integral part of these financial statements.

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2008

VARIANCE WITH

FINAL BUDGET

ORIGINAL  AMENDED FAVORABLE
BUDGET BUDGET  ACTUAL (UNFAVORABLE)
$ 98000 $ 109,000 $ 88873 $ (20,127)
1,500 1,500 2,180 690
5,000 8,500 7,467 967

500 500 - 1,351 851
105,000 117,500 99,881 (17,619)
35,450 35,450 36,147 (697)
4,550 4,550 4,541 9
56,000 56,000 42,658 13,342
2,800 2,800 2,442 358
3,000 3,625 3,125 500
2,500 2,500 2,514 (14)
4,800 4,800 4,800 -
1,500 1,500 826 674
400 400 317 83
500 500 119 381
3,500 3,500 2,970 530
500 500 393 107
2,000 1,375 551 824
117,500 117,500 101,403 16,007
(12,500) - (1,522) (1,522)
91,981 91,081 91,981 -
$ 79481 $ 91,981 $ 90,459 $ (1,522)

-42-
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DOUGLAS E. ATHINS, C.P.A. CERTIFIED PUBLIC ACCOUNTANTS

December 8, 2008

Authority Board
Western Washtenaw Construction Authority

We have audited the financial statements of Western Washtenaw Construction Authority
for the year ended June 30, 2008, and have issued our report therecn dated December 8,
2008. Professional standards require that we provided you with the following information -
related to our audit.

Our responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated November 12, 2008, our responsibility, as
described by professional standards, is fo express opinions about whether the financial
statements prepared by management with your oversight are fairly presented, in ail
material respects, in conformity with U.S. generally accepted accounting principles. Cur
audit of the financial statements does not relieve you or management of your
responsibilities.

Significant Audit Findings

Management is responsible for the selection and use of appropriate accounting policies.
The significant accounting policies used by the Wesiern Washtenaw Construction:
Authority are described in Note 1 to the financial statements. No new accounting policies
were adopted and the application of existing policies was not changed during the year
ended June 30, 2008. We noted no transactions entered into by the governmental unit
during the year for which there is a lack of authoritative guidance or consensus. There are
no significant transactions that have been recognized in the financial statements in a
different period than when the transaction cccurred. .

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past
and current events and assumptions about future events. Certain accounting estimates
are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from
those expected.

Corrected and Uncorrected Misstatements

Professional standards reguire us to accumulate all known and likely misstatements
identified during the audit, other than those that are trivial, and communicate them to the
appropriate level of management. Management has corrected all such misstatements. in
addition, none of the misstatements detected as a result of audit procedures and
corrected by management were material, either individually or in the aggregate, fo the
financial statements taken as a whole.



Authority Board
Western Washtenaw Construction Authority
Page Two

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a matter, whether or not resoived to our satisfaction, conceming a
financial accounting, reporting, or auditing matter that could be significant to the financial
statements or the auditor’s report. We are pleased to report that no such disagreements
arose during the course of our audit. -

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a " second opinion” on certain situations. If a
consultation involves application of an accounting principle to the governmental unit's
financial statements or a determination of the type of auditor's opinion that may be
expressed on those statements, our professicnal standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To
our knowledge, there were no such consultations with other accountants.

Other Audit Findings of Issues

We generally discuss a variety of matiers, including the application of accounting
principles and auditing standards, with management each year prior to retention as the
Western Washtenaw Construction Authority’s auditors., However, these discussions
occurred in the normal course of our professional relationship and our responses were
not a condition to our retention.

This information is intended solely for the use of the Authority Board and management of
Western Washtenaw Construction Authority and is not intended to be and should not be
used by anyone other than these specified parties.

Very truly yours,

MeDoundesr &

MARKOWSKI & COMPANY, CPAs
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In planning and performing our audit of the financial statements of the governmental
activities of the Western Washtenaw Construction Authority as of and for the year ended
June 30, 2008, in accordance with auditing standards generally accepted in the United
States of America, we considered the Western Washtenaw Construction Authority's
infernal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Governmental Unit’s internal control. '

Our consideration of internal control was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified certain deficiencies in internal control that we consider to be
significant deficiencies and other deficiencies that we consider to be material
weaknesses.

A control deficiency exists when the design or operation of a control does not allow
management or employeses, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or a combination of control deficiencies, that adversely affects the entity’s
ability fo initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote
iikelihood that a misstaiement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the enfity’s internal conirol. We
consider the following deficiencies to be significant deficlencies in internal control.

Segregation of Duties

Because of the limited size of the Western Washtenaw Construction Authority’s
accounting staff, proper segregation of dulies cannct be accomplished. This is an
inherent weakness in the internal controls of the Autherity.  The Authority’s board needs
to continue fo exercise appropriate management oversight to help compensate for the
lack of staff. The only corrective action would be to hire additional staff, which is not
practical.
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Reliance on External Auditors for Certain Control Functions

t is considered a significant deficiency in internal control when a governmental entity
relies upon its external auditors as part of its infernai conirol systems. In the Authority's
case, it relies on the external auditors fo prepare year end financial statements required
by the State of Michigan.

This is considered a significant deficiency because the Authority does not have staff or an
independent advisor qualified io ensure the external auditer's work complies with all
required standards. To address this, the Authority could either improve the staff's
knowledge base through continuing education, or hire a CPA independent of its audit firm
to review the annual report. The Authority believes that from a cost-benefit basis, neither
of these sclutions makes sense. We concur with this decision.

A material weakness is a significant deficiency, or a combination of significant
deficiencies, that resulis in more than a remote likelihcod that a material misstatement of
the financial statements ‘will not be prevented or detected by the entity’s internal control.
We believe that the following deficiencies constitute material weaknesses:

Journal Entries

Journal entries were required during the audit to ensure the financial statement
presentation was in conformity with generally accepted accounting principles.

This communication is intended solely for the information and use of management, the
Western Washienaw Construction Authority's board, and is not intended to be and should
not be used by anyone other than these specified parties.

Markowski & Company, CPA
December 8, 2008





